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This Issuiegram was prepared on March 1, 1983, by Donzld W.
Burnes, airector, ECS Education Governance Center. For more

details, calt 303-830-3830.

lmplementmg the

e Education Block Gram

The Issue

In the summer of 1981, Congress enacted Chapter 2 of the
Education Consolidation -+ and Improvement = Act; _thereby
consolidating 29 individual programs -intg a singlé education
block grant. Primary résponsibility for distributing Chapter
2 dollé;é,JWithin, several very broad .categoriées was turned
over to ‘the states. How ,are states distributing dollars?
How aré statés udsing the funds they are retaining at the
state level? How are districte™ using their funds? _Answers
to these questions will be instructive as state officials
contemplate possible changes in_ state allocations and the use
of state set-asides for the 1983-84 school year.

The Context

One of the major strategies for reducing the federal
government 5 role in the intergovernmental system has been to
consolidate federal . programs and transfer major discretion

over block grants from Washington to state and local
government. The Education Consolidation and Improvement Act
(ECIA) has been the major federal education initiative based

on this strategy.

ECIA déﬁéfé in a new era of Federal aid to the nation's

etementary and secondary scnools. Since pasgage of the
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Elementary and S=2condary Education Act 1in 1965; federal aid
to education had been largaly categoxlcal targeted to
specific  student  populations and programmatlt purposes:
Chapter. 2 of ECIA cverhauls 29 of these established federal
aid programs by consolidating them into a single block grant.

The program to shift authority and control from_ Washington to
the states has_ been based on certain central assumptions.
First, the need for a Strong fedéral presence in education to
countérbalance states that were either unable or unw1111ng to

m2ét the educatlonal needs of the nation's- children has been

obviated by the growth in size, resources and profe551onaizsm

of state departments of education and their acceptance of
reeponsibil;ty for special student popuiatlons. Second;

excessive federal regulatlon and paperwork drained local

resources and hindered loczl discretion. Fewer regulations
and tess paperworK will free educators. to concentrate an

substantive concerns: Third, categorical programs imposed
~he priorities. of the federal - government on local
communities. Block grants, it _ is argued, will adjust the

" balance by returning a greater degrée of decision making to

statés and local districts.

ThHé design of Chapter 2 reflects these assumptlons. For
instance, legislative 1anguagerrspec1f1caiiy Iists as the

‘objectives of consoclidztion: (1) to reduce administrative

and paperwork burdens, (2). to. use Chapter 2 monies in

accordance with the educational needs and prlorltles of state

and local edgggt;ggiiiagenCIes, (3) to a551gn basic
*espontlblllty for administering Chapter 2 monies to states;
and (4) to assign responsibility for designing and carrying

out programs assisted under Chapter 2 to local districts.

States énd local d}StrlCté have 1ong Shated these Objectlves;
but reduced funding for Chaptér 2 may challenge their new
flexibility.  Fiscal year 1982 &dppropriations for Chapter 2
(for the 1982-83 school vyear) were 14.4% below the 1981
appropriations for the 29 antecedent programs.i As a result,

more than half the states are -now receiving. less money than
they did under the prev1ous programs: . At though the other

states .ere recely}@g ‘more money; .most of the largest

percentage gains are iIn states that receive the minimum
amount o¢f aid (Ataska, Nevada, North Dakota,- -South Dakota,

Vermont and Wyomind) :

How Are States Distributing Dollars to DiStricts?

Whereas most earlier federal programs usSéd discretionary
grant funding, Chaptér 2 allocatées funds by formula. By law,
allocidtions to sStates are made on the basis of School age
population. Within states, formulas allocate dollars on the




basis of public and nonpublic school enrollments, adjusted to
provide higher per-pupil allocations to districts that have
large numbers of "high-cost" children, i.e., children from
low-income families, children living @ in economically
depressed Jdrban and rural areas, and childrén 1living in
sparsely populated areas.

One of the areas in which states have substantial flexibility
is - in developlng the formula for allocatlng Chapter 2 funds

to "local school districts. States can, to a degree, decide
how much of +he state grant is oassed through to districts

and detetmlne what factors to use in their formula and how
~much to weight each’ factor:

According to_  the statute, states are required to pass at
least 80% of the state grant through to local districts on

the basis of a state formula. Forty-seven states 47_to be
exact, pass the minimum 80% along to thé districts. {(Alabama
passed through 90%; California 80.5%; and Péennsylvania
82.7%.)

Besides  the basic enrollment factor, states use eight "high
cost™ féEEoié for dlstrlbutlng dollars to «cistricts. Of
thesée, economlc need 1s used most 6oﬁﬁoﬁly -- by 47 states in
all; Other commonly used factors include "size of
enrollment" (sparsity of populatxon within districts or small
districts -- 24 states) and Mexceptional students" (25
states). :

The bulk of Chapter 2 money to local districts is being
allocated on the Dbasis of enrcllmernt. On average, Sstates
allocate 70 percent of the pass- through money on this basis,
although the range varies from 100% in Hawaii to 30% in
Alaska and New Jersey.

How Much Money Is Being Pistributed To Diétii&ﬁé?

In budgeting terms, the "bottom 1ine" in the g;ggglhgp;on of

funds 1is the extra amount of. money that is being generated

per child. (It should be noted; 7howgyo§,rthatighgiformuia
dollars allocated because of the presence of a certain type
of c¢hild -- e.g., a student eligible for Title I funds -- do

not have to be spent on services for that child.,)

Each of the*33 states for which data are -available allocates
$6.07 of Chapter 2 dollars on ~average for each enrolled
child. In terms of allocatlons made accordlng tag "hlgh cost"
factors, states allocate an average of an additicnal $5.75

for each Title I Stu@ent, 84.36 for ~ach studen®t in sparsely

populated areas, and $6.21 for each special education




student.

Aniothér way of looking at thre questlon i to tdentify what
types of districts are receiving Chapter 2 dollars.

Prel iminary findings from a mid-year - survey by the American

AsSssocciation of School Administrators (AASA) indicate that:

(1) more than 70% of the districts that receive Chapter 2
money receive lass than $25,000; and_{2) less than 5 % of the
districts receive more than_$100,0C0 1in Chapter 2 dollars.
Thesé data suggest that the large majority of districts that
get Chapter 2 fuads are relatively small districts, and they
ar: réceiving small amounts of Chapter 2 money.

How Aré Statés USing Their State Chapter 2 Funds?

States have considerable discretion .in how they use the

Chapter 2 funds that they’ keep at the stateﬂievel They can
spend these funds on admlnlstratlon of the program or on any

of a number of services and programs ,6 related to the'three
subparts "of the legistation -- basic skills, education

rlmprovement and special pr01ects. The actual amount that

states reserve for their own use vari=as w1dely. On average,
ceachi state nas $1.6 miliion téserved, but the dmounts range
from $437,000_ in Alaska,  Delaware, Hawaii, Idaho,rMalne,
Montana, Nevadal New Hampshlre, North Dakota, Rhode Island,
South Dakota and Wyoming to and $6.3 million in New York and
$8.1 million in California.

Individual state plans indicate that, on average, states will

uce "3% of the total funds reserved for state use on Chapter

2 admlnlstratlon. Concealed in this average;:;however, 15

wide variation among the states. Delaware and Virginia'plan

to use less than 2% of the reserved funds for administration.

Fifteen states -- California, Ceorgia, _Indiana, Maryland,

Mlchlgan, New Hampshlre, New. York, Ohlo, Oregon, South 

Pakota, Tennessee,; Texas;._ Wabhington, Wisconsin and Wyoming
—-— plan to use less than 10% for administration. But, at the
other end _of the spectrum, Colorado plans to use more than
30% for administration, @nd Alaska more than 40%:

Most of the remaining money will be used by states for

educaticn improvement and support (73.6% of all state funds

dare wused for these act1v1t1es), and alt states plan to spend.

some portlon of their researcn funds in these areas: States

generally plan to concentrate on improving _the planning;,

management and lmpiementatTon . of educatlon ‘fprograms.

Interestingly, only eight states -- Connecticut, Indiana,

Massachusetts,r New Jersey, New York; Tennessee,; Texas and
Wisconsin -- plan to spend state funds to-address thé needs

of students who attend desegregated schools,; although
desegregation was the largest of the original programs

t




incorporated into the block grant:
_few states have wused their state funds to initiate new
efforts. For example:

o Pennsylvania created a compatitivé grants program in the
area of technology and innovative prolects to improve
education.

o Connecticut created a competltlve grants program for

innovative projects in basic. skills, school-site

professtonat development, ° Inqtructlonal technology,
comprehen51ve planning, and effective schools: ,

Most states are not developing . new programs;,; however, and are

planning 1nstead to  use, their funds to continue providing

districts .with technical assistance. _Colorado, New York and

North Carolihé are good examples of states in which this

approach is béeing followed.

How Are Dlstrlcts 051 ng Thelr Funds°

Most districts are using some or all of their Chapter 2
dollars for instructional materlals, -1ncludlng substantial

amounts for computers. The AASA survey found that 88% of the

districts use their funas in this way. In addition, 30% use

some funds for the . improvement of 1local educational
practices,” and 15% use some funds for guidance and testing:
Fewer . than 10% of the dlstrlcts -use the money for any other
activity. .

These findings are_ not surprising.__Because _overall and
per-pupil leavels of funding are low and because the future of
Chapter. 2 is uncertain, there is a strong tendercy to spend:
Chapter 2 funds on one-time costs, such as materials, rather

than on staff.: :
The AASA survey'aiéd suggests that dIStIICtS, tike states,
are spending very lLittle Chapter 2 money on desegregation:
Only 5.7% of all dlstrlcts are spending any Chapter 2 dollars
in this area: ‘Since desegregation money constitutes more
than one~third of all the funds that were consolidated into
Chapter’ 2, the low level of district spending in this area
represents a significant shift away from desegregation:

Wwhat Is The Futura Of Chaptér 2 implementation?

Some evidence suggests that states will not maké major

changes for next yvear in distribution formulas or in their

use of state ' ‘funds. If this is true, dollars will be
allocated mostivy by enrollment; little money will be
5



involved; state activities witl  focus on education

improvement; districts will use most of their money on

instructional materials; and desegregation will not be a high

priority. Any changes to be made must be accomplished soon,
since this spring is the time -~for state dJdepartments of
educatlon and state advisory committees. to make final

decisions on allocations and spending priorities for the
1983-84 schoot year. '

What to Read.

Burnes, Donald W. "State Implementation of Chapter 2: The
Distribution of Dollars." Denver, Colo.: Education
Governance Center, Education Commission of the States,

1982.

American Association of School | Administrators. Education

eonsoildition and Improvemené Chapter 2 Survey Update.
Fall 1982: /
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